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To the Stockholders of S. S. Kresge Company: 

We present herewith the Annual Report of the S. S. Kresge Company for the twenty-eighth 
fiscal year. The first Kresge store was established in Detroit in 1897—43 years ago, but the 
business was not incorporated until 1912. 

This report contains the Consolidated Balance Sheet, and Statement of Income and Surplus 
for the year 1939 of the S. S. Kresge Company and its subsidiaries—the S. S. Kresge Company, 
Limited, of Canada, and the Mt. Clemens Pottery Company. 

SALES—Total sales for the year were $153,911,145, an increase of 3.10% over $149,285,601 in 
1938. 

NET EARNINGS —After all charges, expenses, depreciation and provision for taxes, net earnings 
were $10,450,624, equal to $1.89 per share on 5,517,881.7 shares of issued Common Stock. 
This is $1,453,573 more than earnings for 1938 or 16.16%. 

Increased sales produced a portion of this betterment, but it is to be noted that other factors 
contributed also. Externally, there were stable prices and somewhat improved employment 
and pay rolls, but the hands of organization and management are clearly evident in the better 
merchandising, better turnover rate, and control of expense. 

DIVIDENDS —During the year, four quarterly dividends of 30 cents each—a total of $1.20—were 
paid to approximately 23,100 stockholders. (Dividend action already taken by your Directors 
in 1940 provides a regular of 30 cents and an extra of 15 cents from 1939 earnings, payable 
March 13, 1940, also a payment of 30 cents to be made June 13, 1940.) 

SURPLUS—After the payment of dividends in 1939 as above noted and provision for certain 
reserves, there was added to Surplus account the sum of $3,352,091, making the earned surplus 
at December 31, 1939 of $57,072,455. 

BALANCE SHEET —Cash and U. S. Government securities total $25,734,416 as compared with 
$21,821,851 the previous year. The excess over Current Liabilities is $12,204,476. 

Inventories increased from $18,061,576 at end of 1938 to $18,777,986. This amount is normal 
and altogether in line with requirements and sales outlook. 

Current Assets increased from $40,161,302 in 1938 to $44,841,405 at end of 1939. Current 
Liabilities at close of 1939 also exceeded 1938 by $2,221,993. These larger obligations are 
accounted for by three important items, viz., an increase in merchandise bills for January 
business, Real Estate Mortgages in the United States and Canada payable in 1940, and enlarged 
provision for United States and Dominion Taxes because of 1939 earnings. 

FUNDED DEBT —There are no bonds or preferred stock outstanding, neither are there bank loans. 
The debt of $3,394,637 consists entirely of Real Estate Mortgages and Land Contracts, which 
indicates a debt reduction of $685,375 in 1939. 

Obligations payable in 1940 amount to $1,044,457. Interest paid in 1939 was $188,871, which 
compares with $205,148 in 1938. Payments on 1940 maturities will further decrease this charge. 

TAXES —Taxes continue to increase in varieties as well as amounts, and take a larger part of 
sales dollars. Taxes of all kinds in 1939 were 4.93% of sales, a total of $7,585,499. This expense 
is exceeded only by such items as Salaries and Wages, and Rents. 
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The changes for the year are due principally to the larger amounts required for Social Security 
and Federal Income Taxes. The threats of discriminatory taxation—National, State and 
Municipal—continue. Any of these, if enacted, are of serious consequence to shareholders, and 
your protests, where and when these efforts appear, would be a protection of your interests, as 
well as those of your Company. 

STORES —At the end of 1939, there were 745 branches in operation—686 in the United States 
and 59 in Canada. This is the same number as one year ago, after establishing 14 new units 
during the year and, for various reasons, closing the same number. Nine stores were permanently 
discontinued—one lost by fire, and four were combined with adjoining stores. 

Your Company operates stores in 26 states and the District of Columbia, and in 6 Provinces of 
Canada. 

The work of store improvement continues according to the appropriation necessary for this 
purpose. Elsewhere in this report appear photographs of two stores rebuilt in 1939, which are 
typical of this important work. The response of the public by its patronage is the best testimony 
to the value of these improvements. 

CANADIAN OPERATIONS— The Assets, Liabilities, and Earnings of the Canadian Company 
have as heretofore been consolidated with those of the parent Company in the Balance Sheet, 
and Profit and Loss Statement. 

Earnings have been converted into United States funds at average discount rate on Canadian 
funds for the period. The converted earnings amounted to 11.2 cents per share. 

Such profits as are realized from Canadian operations will be used to liquidate outstanding 
mortgage indebtedness payable in funds of Canada, thus, for the present, avoiding actual 
exchange losses on the transfer of funds. 

COMMENT— By comparison, 1939 was a good year for your Company. We are short of profit 
results such as those experienced ten years ago, and the equal of those may not soon be attained, 
because of regulations and burdens of the recent years. We have no prediction to make for 1940, 
although we feel it should equal the year just closed. In any event, those to whom management 
of the Company’s affairs are entrusted, are pledged to the utmost in efforts to build for the 
Company in prestige, good will and stability. 

We record again our appreciation and thanks to our employees, in all capacities, for their loyal 
cooperation during the past year. 



Chairman 



February 5, 1940 


President 
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S. S. KRESGl 

(A Michigan j 

And Subsidia 

Consolidated Balance Sheet 


ASSETS 

Current Assets: 

Cash in banks, in transit and on hand.$20,548,345.46 

U. S. Government securities, at cost (quoted market 

value $5,194,454.38). 5,186,070.24 

Miscellaneous accounts receivable, less reserve. 329,003.14 


Inventories of merchandise and materials on hand and 
in transit, at cost or market whichever lower. 18,777,986.27 $ 44,841,405.11 


Claims, Investments, Etc.: 

Claims against closed banks, less reserve of $414,375.85. .$ 170,287.60 

U. S. Government securities deposited in escrow, at cost 

(quoted market value $108,570.63). 98,746.64 

Mortgage receivable and miscellaneous securities, at cost, 
less reserve of $93,000.00. 60,847.18 329,881.42 


Deferred Charges: 

Unamortized leasehold expenses, advance rentals, un¬ 
expired insurance, supplies and other prepaid expenses... 3,316,359.00 

Fixed Assets: 

Land and buildings, at cost.$58,627,404.72 

Less —Reserve for depreciation. 9,331,811.43 $49,295,593.29 


Leasehold improvements, at cost 

(portion unamortized). 21,503,608.32 

Fixtures and equipment, at cost.$23,990,924.04 

Less —Reserve for depreciation. 13,924,990.18 10,065,933.86 


Leaseholds, as valued in 1916 
(portion unamortized).... 


272,921.40 81,138,056.87 


$129,625,702.40 


Note: Net assets of the wholly-owned Canadian subsidiary company and the resi 
of income on the following basis: Current assets and current liabilities at the prevailing ; 
acquisition; long term liabilities at approximate rate of exchange at date incurred, and 1 
On this basis net assets of the Canadian subsidiary company at December 31, 191 
fixed and other assets of $9,568,826.96 less long term liabilities of $608,625.00. Its earned 
$2,781,870.60 of which $618,464.14 was earned during the year 1939. The unrealized los; 
dollars has been charged to earned surplus account. 


To the Board of Directors and 
the Stockholders of 

S. S. Kresge Company: 

We have examined the consolidated balance sheet of S. S. Kresge Company (a”Michigan corporation) a: 
year then ended, have reviewed the system of internal control and the accounting procedures of the companies 
companies and other supporting evidence, by methods and to the extent we deemed appropriate. 

In our opinion the accompanying consolidated balance sheet and related consolidated statement of incoi 
December 31,1939, and the results of their operations for the year, in conformity with generally accepted accoun' 

Detroit, Michigan, February 5, 1940 
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ECOMPANY 

j Corporation) 

ty Companies 

I December 31, 1939 


4,922,856.00 

4,803,510.75 

2,759,116.58 
1,044,456.76 

Real Estate Mortgages and Land Contracts 


LIABILITIES 

Current Liabilities: 

Accounts payable—trade.$ 

Accrued taxes, expenses and miscellaneous accounts 

payable. 

i Provision for U. S. A. and Dominion of Canada income 

taxes (estimated). 

Real estate mortgages and land contracts payable in 1940. 


Payable Subsequent to 1940: 

Mortgages.$ 2,223,875.00 

Land contracts. 126,304.82 


13,529,940.09 


2,350,179.82 


Reserves: 

For fire losses, public liability and compensation claims. .; 


2,210,587.21 


Capital Stock and Earned Surplus: 


Capital stock, common— 

Authorized—10,000,000 shares of 
$10.00 each. $100,000,000.00 

Issued—5,517,881.7 shares. $ 55,178,817.00 

Earned surplus, per statement attached 57,072,455.20 


$112,251,272.20 

Deduct — Cost of 27,960 shares of capital 
stock held in treasury. 716,276.92 


111,534,995.28 


$129,625,702.40 


lit of its operations are included in the consolidated balance sheet and related statement 
,'ear-end rate of exchange; fixed and other assets at approximate U. S. dollar cost at 
ncome accounts at the average rate of exchange for the year. 

19 amounted to $10,489,570.08, consisting of net current assets of $1,529,368.12 and 
surplus at December 31, 1939 included in the consolidated earned surplus amounted to 
i of $158,962.25 in converting the Canadian subsidiary company’s net assets into U. S. 

, J. e. hearst 

Comptroller 


“d subsidiary companies as of December 31, 1939 and the consolidated statement of income and surplus for the 
and, without making a detailed audit of the transactions, have examined or tested accounting records of the 

ne and surplus present fairly the consolidated position of S. S. Kresge Company and subsidiary companies at 
;ing principles applied on a basis consistent with that of the preceding year. 

PRICE, WATERHOUSE & CO. 

Certified Public Accountants 
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S. S. KRESGE COMPANY 

(A Michigan Corporation) 

And Subsidiary Companies 

Consolidated Statement of Income and Surplus for the Year Ending 

December 31, 1939 


Sales.$153,911,145.45 

Deduct : 

Cost of merchandise sold and operating expenses, including 
general and administrative expenses (less income from 
rentals). $131,745,608.61 

Taxes— 

Property, franchise, State income, social security, etc.. . 4,856,274.08 

Sales and gross income taxes paid in excess of amounts 

collected. 269,225.26 

Provision for depreciation and amortization. 3,814,752.33 140,685,860.28 

Profit before other income and deductions. $ 13,225,285.17 


Other Income: 

Interest received.$ 20,150.64 

Miscellaneous. 12,780.87 32,931.51 

Together. $ 13,258,216.68 


Other Deductions: 

Interest on mortgages, etc..$ 188,871.37 

Flood losses. 14,627.62 

Loss on disposal of fixed assets, etc. 144,094.06 

Provision for U. S. A. and Dominion of Canada income 

taxes (estimated). 2,460,000.00 

Net Profit for the year ending December 31, 1939.,,... 

Earned surplus at January 1, 1939. 

Credit arising from adjustment of fixed asset accounts, 
applicable to prior years. 

Together. 

Deduct: 


Appropriation to reserve for fire losses.$ 400,000.00 

Provision for unrealized loss on conversion of Canadian 

subsidiary company’s net assets into U. S. dollars. 158,962.25 

Cash dividends on common stock—$1.20 a share, less 

$33,552.00 of dividends on stock held in treasury. 6,587,838.60 

Earned Surplus at December 31, 1939. 


2,807,593.05 

$ 10,450,623.63 
53,720,363.91 

48,268.51 
$ 64,219,256.05 


7,146,800.85 
$ 57,072,455^20 


NOTE: See note to balance sheet 


J. E. HEARST 

COMPTROLLER 
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BALANCE SHEET AND INCOME ACCOUNT COMPARISONS 

For your information comparative data relative to the balance sheet and income account 
has been prepared, after giving effect where necessary to a reclassification of certain items in 
prior years. 


Year 
End 
Dec. 31 

Excess of Cash 
and Gov’t Securities 
over 

Current Liabilities 

Ratio of 
Current 

Assets 

to 

Current 

Liabilities 

Net 

Working 

Capital 

Percentage of 
Year End 
Inventories 
to Sales 

1935 

$ 4,948,429. 

2.65 to 1 

$22,997,537. 

12.84 

1936 

4,801,258. 

2.72 to 1 

24,872,062. 

13.24 

1937 

5,046,110. 

3.18 to 1 

26,832,341. 

13.88 

1938 

10,513,904. 

3.55 to 1 

28,853,355. 

12.10 

1939 

12,204,476. 

3.31 to 1 

31,311,465. 

12.20 


Year 
End 
Dec. 31 

Percentage 
of Fixed 
Assets 
to 

Total 

Assets 

Bank Loans 
and 

Funded Debt 

Net Earnings 
as Reported 

Dividends Declared 

Per 

Sales 

Dollar 

Per 

Common 

Share 

Per 

Sales 

Dollar 

Per 

Common 

Share 

1935 

63.21 

$ 8,909,429. 

$.074 

$1.83 

$.04 

$1.00 

1936 

64.13 

6,216,615. 

.074 

1.98 

.049 

1.30 

1937 

65.04 

4,263,344. 

.069 

1.94 

.042 

1.20 

1938 

64.93 

4,080,012. 

.060 

1.63 

.044 

1.20 

1939 

62.59 

3,394,637. 

.068 

1.89 

.043 

1.20 
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Sales Income and Its Distribution 


Year 1939 


PARTICULARS AMOUNT %To 

Sales 

Sales. .... $153,911,145 100.00 

Amounts taken in for merchandise sold. 


Cost of merchandise sold and expenses ex¬ 
clusive of taxes, salaries and wages and 

interest paid. 111,053,034 72.15 


Balance . $ 42,858,111 27.85 

The amount remaining to pay taxes, wages and 
interest and including the profit for the year of 
$10,450,623.63. 


DISTRIBUTION 

1. Taxes. 

Real estate, personal property, State and 
Federal franchise and income taxes, sales 
taxes, licenses, etc. 


2. Salaries and Wages 

The employees’ share. 


3. Interest paid for use of borrowed money. 


4. Cash Dividends. 

Paid to stockholders for use of their money— 
$1.20 on each share. 


5. Earnings retained in the business 


$ 7,585,499 4.93 

24,633,117 16.00 

188,871 .12 

6,587,839 4.28 

3,862,785 2.52 

$ 42,858,111 27.85 
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